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WHO  OWN  THE  RAILROADS? 


By  H.  T.  NEWCOMB, 
Of  the  Bar  of  the  District  of  Columbia. 


The  progressive  concentration  of  railroad  control  under 
a  few  great  corporations  and  closely  allied  financial  interests 
has  apparently  been  confused,  in  the  popular  mind,  with  an 
actual  concentration  of  ownership.  In  other  words,  multi- 
tudes of  otherwise  intelligent  people  are  so  misled  by  the 
existence  of  the  artificial,  state-created  entities  known  as 
corporations,  that  they  fail  to  observe,  in  the  background, 
the  millions  of  natural  persons  who  are  the  real  owners  of 
the  corporate  properties.  The  writer  has  recently  con- 
ducted a  somewhat  hasty  and  incomplete  investigation  of 
the  ownership  of  railroad  property  and  has  thus  come  into 
possession  of  statistics  of  unquestionable  accuracy  which 
serve  in  some  degree  at  least  to  indicate  the  wide  diffusion 
of  the  actual  beneficial  interest  in  the  railroads  of  the 
country.  This  brief  memorandum  of  the  results  of  the 
investigation  has  been  prepared  in  the  belief  that  it  will  do 
something  to  dispel  the  erroneous  impression  that  rail- 
road ownership  is  vested  in  a  small  group  of  the  very  rich. 


The  Distribution  of  Stock. 

As  the  inquiries  of  the  present  winter  have  dealt 
principally  with  the  ownership  of  railroad  bonds,  it  may  be 
well,  before  stating  the  facts  which  they  have  elicited,  to 
recapitulate  some  of  the  data  concerning  stock  ownership 
which  were  made  public  in  an  article  by  Mr.  Slasson 
Thompson  in  The  World  of  To-day,  for  January,  1904. 

Mr.  Thompson  ascertained  that  43  railroad  corporations 
controlling  115,641  miles  of  railroad,  or  less  than  57  per 
cent  of  the  mileage  of  the  country,  had  registered  share- 
holders to  the  number  of  225,037.  As  the  share  capital 
of  these  railroads  aggregated  $3,034,495,046,  it  follows 
that  the  average  holding  of  each  stockholder  was  but 
#13,484.  This  amount  does  not  indicate  much  in  the  way 
of  concentration  of  ownership,  but  it  does  overstate  the 
actual  concentration,  for  anyone  familiar  with  the  real  facts 
knows  that  many  of  the  225,037  shareholders  of  record 
are  banking  institutions  (mostly  savings  banks),  trust 
companies,  insurance  companies,  educational  institutions, 
executors  and  administrators  of  estates  and  other  institu- 
tions or  individuals  whose  ownership  is  of  a  fiduciary  or 
quasi-fiduciary  character. 


Small  Holdings  Make  a  Majority. 

In  addition,  Mr.  Thompson  discovered  that  a  single  rail- 
road, the  Illinois  Central,  had  9,123  shareholders,  of  whom 
7,174  owned  less  than  100  shares  each,  their  average  hold- 
ing being  less  than  23  shares.  Mr.  Thompson's  table 
relating  to  this  company  merits  reproduction.  It  is  as 
follows. 


ILLINOIS  CENTRAL  RAILROAD  COMPANY. 

Distribution  of  skates  as  registered  on  the  Company's  books  at  the  dose 
of  business,  September  29,  1903. 


Holdings. 

Number 
of  stock- 
holders. 

Shares  of 

$100  each, 

held. 

Per  cent 
of  entire 
capital. 

Average 

holdings  in 

dollars. 

i  share  to  99    

100  shares  even 

7,174 

391 

I,2Sl 

38 

-      164,989 

39,100 

270,581 

19,000 

I7-36 
4.II 

28.47 
2.00 

|  2,299.82 
10,000.00 

101  shares  to  499 

500  shares  even...: 

21,123.64 
SO.ooo.oo 

Total  of  small  holdings... 
501  shares  and  upward 

8,884 
239 

493,670 
456,7H 

51-94             15,556.84 
48.06           191,093.72 

Total  of  all  holdings 

9  123 

950,384 

IOO.OO          $10,417.45 

Mr.  Thompson,  properly,  directed  attention  to  the  fact 
that  the  average  annual  income  of  the  8,884  small  holders 
from  a  6  per  cent  dividend  was  but  $333.41,  while  the 
largest  holders  among  them  would  receive  but  $3,000  each, 
yearly,  from  their  investments. 


What  Depositors  in  Savings  Banks  Own. 

The  present  writer's  investigations  have  been  confined 
to  the  holdings  of  institutions  which  may  properly  be 
described  as  acting  as  trustees  for  large  masses  of  the 
people.  Prominent  among  institutions  of  this  class  are 
the  savings  banks  of  the  country.  Banks  of  this  class  are 
before  all  else  the  depositaries  of  the  poor  and  the 
moderately  well-to-do.  The  millions  of  patrons  who  en- 
trust to  them  their  scanty  accumulations  cannot  directly 
avail  themselves  of  the  investment  opportunities  open  to 
their  wealthier  neighbors,  nor  can  they  afford  to  assume 
the  risks  which  are  implied  by]promises  of  high  returns. 
What  they  seek  is  safety  and  stability  with  the  highest 
return    compatible    with  ;both.      The    savings  banks  thus 
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become  an  agency  for  the  concentration  of  the  capital  of 
hosts  of  the  smallest  investors  and  the  utilization  of  the 
aggregates  in  ways  not  directly  open  to  any  of  them 
separately.  Savings  banks  have  invested  very  largely  in 
railroad  securities,  as  is  shown  by  the  following  table  in 
which  statistics  compiled  from  the  latest  reports  of  the 
banking  departments  of  the  six  states  named  are  presented: 


SAVINGS  BANKS. 


*Book  values. 


State. 

Number  of 

depositors. 

Total  deposits. 

Railroad  (steam) 

securities 

owned.* 

Per  ct. 

of 
depos- 
its. 

New  York 

2,365,583 
242,605 
159,956 

1,723,015 
474,548 
209,011 

|l,I3I,28l,943 

76,316,793 

66,14^,710 

608,415,409 

220,597,198 

75,107,203 

$'77,444,223 
20,334,178 
23,746,521 
113,397,287 
82,265,024 
25,166,853 

15.69 

New  Jersey 

26.64 

New  Hampshire  .... 

Massachusetts 

Connecticut 

18.64 

35-90 
^7.29 

Maine 

25-51 

Total 

5,174,718 

$2,177,859,256 

$442,354,o86 

20.3I 

It  is  worth  noting  that  the  average  amount  to  the  credit 
of  each  of  the  5,174,718  separate  accounts  represented  by 
the  foregoing  table  is  but  $420.87,  and  that  of  the  security 
for  each  average  deposit  20.31  percent,  or  $85.48  depends 
upon  railroad  property.  This  means  that  there  are  upward 
of  five  million  owners  of  railroad  property  whose  separate 
holdings  amount  to  barely  $85  each. 


What  the  Colleges  Own 

The  educational  institutions  of  the  United  States  have 
received  many  donations  of  large  and  small  amounts  which 
make  up  a  vast  aggregate.  This  wealth  they  hold  as  trus- 
tees for  the  present  and  future  generations  of  the  young 
men  and  women  of  America.      Upon    these    foundations 


must  be  created  a  structure  whose  strength  and  symmetry- 
will  measure  the  future  intelligence,  progress  and  prosperity 
of  the  American  people.  And  the  stability  of  this  founda- 
tion is  largely  bound  up  with  the  stability  of  railroad  invest- 
ments. Separate  inquiries  were  necessary  to  elicit  the  facts 
concerning  these  investments  and  the  results  are  necessarily 
incomplete.  It  has  been  ascertained,  however,  that  74 
institutions  of  learning,  nearly  all  of  them  colleges  or 
universities  but  including  a  few  secondary  schools,  hold 
greater  or  less  amounts  of  railroad  securities.  Of  these,  67 
own  bonds  and  34  own  stocks ;  some,  of  course,  owning  both. 
The  following  data  summarize  the  results  of  this  portion  of 
the  investigation : 

EDUCATIONAL  INSTITUTIONS. 

Number  represented 74 

Total  endowments $142,242,079 

Railroad  bonds  owned 43,381,318 

Railroad  shares  owned 4,087,009 

Total  railroad  securities  owned  $47,468,327 

Proportion  of  railroad  securities  to  total   endowments, 

per  cent 33.37 

The  valuation  of  the  railroad  securities  in  the  foregoing 
is,  with  insignificant  exceptions,  that  adopted  by  the 
respective  treasurers  in  making  up  their  balance  sheets. 
A  few  institutions  gave  estimated  values  and  one  gave  par 
values,  for  bond  investments  only,  and  these  data  have 
been  used  as  reported.  It  is  not  believed  that  this  course 
materially  affects  the  result. 

What  Insurance  Policy  Holders  Own. 

Various  classes  of  insurance  companies  base  their 
guarantees  of  protection  against  extraordinary  losses  in  a 
large  measure  upon  the  stability  of  their  investments  in 
railroad  enterprises. 


Fire  Insurance  Companies. 

The  total  wealth  of  the  American  people  is  estimated, 
by  the  Bureau  of  Statistics  in  the  Department  of  Com- 
merce and  Labor,  at  #94,300,000,000.  Much  of  this  aggre- 
gate, however,  consists  of  real  estate  and  other  property 
which  from  its  nature  is  not  subject  to  the  risk  of  destruc- 
tion by  fire  or  not  insurable  against  fire  losses.  Yet  the 
fire  insurance  companies  which  are  authorized  to  do  busi- 
ness in  the  State  of  Massachusetts  (the  list  probably 
includes  all  of  the  larger  companies  but  undoubtedly 
excludes  many  small  concerns  whose  business  is  confined 
to  the  localities  in  which  they  exist)  have  now  in  force  fire 
policies  in  the  aggregate  amount  of  $26,083,790,625. 
Who  can  doubt  that  the  protection  afforded  by  these 
policies  is  so  widely  diffused  as  to  include  all  but  a 
relatively  negligible  proportion  of  the  owners  of  insurable 
property  ?  Who  can  doubt  that  this  protection  extends  to 
almost  all  the  farm  houses  and  small  homes  of  the  country  ? 
The  railroad  securities  owned  and  held  as  collateral  by  the 
fire  insurance  companies  investigated  are  shown  below  : 

FIRE  INSURANCE  COMPANIES 
(  Those  authorized  to  do  business  in  Massachusetts. ) 

Amount  of  policies  in  force $26,083,790,625 

Railroad  securities  owned: 

Shares,  number 281,45s 

Shares,  book  value  $30,157,552 

Bonds,  book  value §3,545,341 

Total,  book  value $113,702,893 

Railroad  securities  held  as  collateral : 

Shares,  number 13,897 

Shares,  market  value... $1,074^881 

Bonds,  market  value  674,871 

Total,  market  value .  $1,749,752 
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When  it  is  realized  that  the  aggregate  assets  of  the 
companies  included  in  the  foregoing  statement  amount  to 
#393,148,697,  it  must  be  evident  that  the  security  which 
they  afford  would  be  seriously  impaired  by  any  successful 
attack  upon  railroad  values.  Leaving  out  of  the  account 
the  railroad  bonds  and  shares  which  they  hold  as  security 
for  loans,  those  of  which  they  are  the  actual  owners 
amount  to  28.92  per  cent  of  their  entire  assets.  It  follows 
that  of  the  #26,083,790,625  which  represent  the  fire  risks 
covered  by  insurance  no  less  than  $7,543,432,249  depend 
upon  the  stability  of  railroad  values. 


Accident  and  Guarantee  Companies. 

The  accident  insurance  and  guarantee  companies 
authorized  to  do  business  in  Massachusetts  are  also  large 
owners  of  railroad  securities.  The  following  data  relate 
to  these  companies  : 


ACCIDENT  AND  GUARANTEE   COMPANIES. 

( Those  author ized  to  do  business  in  Massachusetts.} 

Premiums  in  force,  annual  rates  of    $32, 808,135 

Railroad  securities  owned  : 

Shares,  number 54,408 

Shares,  book  value $4, 840, 662 

Bonds,  book  value 10,915,587 

Total,  book  value.. $15,756,249 

Railroad  securities  held  as  collateral  : 

Shares,  number i,74o 

Shares,  market  value $30,815 

Bonds,  market  value 5,150 

Total,  market  value $35,965 


10 


Life  Insurance  Companies. 

The  life  insurance  companies  of  the  country  constitute 
the  largest  class  of  investors  in  railroad  property.  Through 
them  vast  numbers  of  American  citizens  protect  their 
families  more  or  less  completely  against  the  financial 
difficulties  that  too  often  add  want  and  privation  to  the 
natural  sufferings  that  inevitably  attend  death.  Through 
them  the  dependent  members  of  millions  of  families  are 
the  actual  beneficial  owners  of  hundreds  of  millions  of 
railroad  property. 

There  is  one  form  of  life  insurance  which  appeals 
exclusively  to  wage-earners  and  other  persons  whose  in- 
comes are  very  moderate.  It  is  known  as  "industrial" 
insurance  because  it  is  particularly  in  the  ranks  of  the 
manual  workers  that  its  agents  expect  to  find  its  patrons. 
Six  companies  now  write  policies  of  this  class  and  their 
policyholders  number  no  less  than  13,789,186,  while  the 
aggregate  of  their  policies  is  $1,894,81 1,287.  These  com- 
panies own  bonds  of  steam  railroads  to  the  amount  of 
$50,236,742  and  shares  to  the  value  of  $2,01 1,294.  They 
hold  as  collateral  for  loans  railroad  bonds  worth  $1,124,645 
and  shares  worth  $605,600.  The  following  table  includes 
all  classes  of  life  insurance: 


LIFE  INSURANCE  COMPANIES. 
(  Those  authorized  to  do  business  in  Massachusetts. ) 

Number  of  policy  holders: 

Ordinary 4,358,196 

Industrial  13,789,186 

Total 18,147,382 
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Amount  of  policies  in  force: 

Ordinary 19,121,600,341 

Industrial 1,894,811,287 

Total $11,016,411,628 

Railroad  securities  owned : 

Shares,  number.. _ 432,  J  26 

Shares,  book  value $48,661,655 

Bonds,  book  value 619,601,241 

Total,  book  value $668,262,896 

Railroad  securities  held  as  collateral: 

Shares,  number 259,670 

Shares,  market  value $21,878,199 

Bonds,  market  value 24,503,084 

Total,  market  value '. $46,381,283 

The  assets  of  the  companies  represented  in  the  foregoing 
statement  aggregate  $2,128,131,253,50  that  the  railroad 
securities  owned,  excluding  those  held  as  collateral,  amount 
to  31.40  per  cent  of  the  total  security  for  the  payment  of 
their  policies. 


A  Recapitulation. 

A    recapitulation    of  the    data    in    regard  to   insurance 
companies  follows: 

ALL  CLASSES  OF  INSURANCE  COMPANIES. 
(  Those  authorized  to  do  business  in  Massachusetts. ) 


Shares. 

Railway  Securities. 

Owned. 

767,992 
$83,659,869 
714,062,169 

Held  as  collateral 

Total. 

Number 

275,307 

$22,983,895 

25,183,105 

1,043,299 

Value                    

Bonds,  value  

$106,643,764 

739,245,274 

Total.. 

$797,722,038 

$48,167,000 

$845,889,038 
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The  extent  in  which  the  business  life  of  the  nation  is 
based  upon  railroad  values  and  the  diffusion  of  railroad 
ownership  may  be  summarized,  so  far  as  they  are  disclosed 
by  the  present  investigation,  by  the  following  table  : 

VALUE  OF  RAILROAD  SECURITIES  HELD. 

By  the  insurance  companies  investigated $845,889,038 

By  the  savings  banks  investigated*    442,354,086 

By  the  educational  institutions  investigated 47,468,327 

Total $i,335,7n,45i 

*Six  States — New  York,  New  Jersey,  Connecticut,  Massachusetts,  Maine  and 
New  Hampshire,  only. 

Who  can  doubt  that  complete  returns  from  these  three 
classes  of  institutions  would  show  that  they  hold  more 
than  one  and  one-half  billions  of  railroad  property? 


Conclusions. 

On  February  24,  1903,  the  Interstate  Commerce  Com- 
mission reported  to  the  Senate  the  market  value  of  the 
railroad  securities  of  the  country  and  its  report  has  been 
published  as  Document  No.  178,  of  the  Fifty-seventh 
Congress,  Second  Session.  This  report  shows  that  taking 
the  average  market  values  of  March  31,  June  30,  September 
30,  and  December  3  1,  1900,  and  applying  this  average  to 
the  bonds  and  shares  outstanding  on  June  30,  1900,  the 
aggregate  market  value  of  the  railroad  securities  investigated 
was  $8,351,103,523,  plus  some  allowance  for  $812,066,859, 
in  par  value,  of  securities  the  market  value  of  which  was 
not  ascertained.  Assuming  that  the  book  values  reported 
by  the  various  concerns  covered  by  this  investigation  are 
fairly  conservative  they  should  be  comparable,  roughly  at 
least,  with  the  market  values  of  the  year  1900.  If  this  is 
so  it  would  appear  that  the  present  investigation,  hasty  and 
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incomplete  as  it  has  necessarily  been,  has  disclosed  the 
location  of  the  beneficial  ownership  of  about  one-sixth  of  the 
railroad  property  of  the  country.  And  the  beneficial 
ownership  thus  disclosed  is  not  concentrated  in  the  hands 
of  the  wealthy,  but  represents  the  savings  of  the  farmers, 
the  artisians,  the  small  dealers,  and  other  citizens  whose 
incomes  are  moderate  and  whose  savings  are  small. 
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